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REPORT ON THE FINANCIAL STATEMENTS 
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The Auditor-General’s responsibility 

3 a ?«axs xsssgtfzsttxss *** - - 

,S 10 express an °P' n i° n on these financial statements based on S^dT reSP ° nSibility 
I conducted my audit in accordance with the International c a a 

^ wt e 2008 W Th'' Ce 616 ° f2008 ' iSSUSdin Go ™enf GaSfe No Vi 057 T ^ 
and perform the ^ ^ rec ™ enls and pian 

statements are free from material misstatement""^ 6 aboutwhe,herthe financial 

judgement, including the assessment of (he risk, ures se, ® cted depend on the auditor's 

financial statements^ whethe^duT^fialtf or n e!roM™maldnQTtose*h' ,1 k en * 
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Basis for qualified opinion 
Provision for landfill site 

a. In terms of paragraph 25 of GRAP 17 Property Rent a „wr ■ 

°f property plant and equipment indudes^e[niferes«mate “ Si ° f an item 

and removing the item and restoring the site on wh rh T , f C0StS ° f ^mantling 
an entity mc urs either when the item is acquired or at a c n ’ the obli 9a«°n which 
dem during a particular period for purposes otht th an in ° f ' havin 9 ^ed the 
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equipment, as disclosed in the statement of r™ h nd propert V- Plant and 
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component of net assets for the earLsI nr or noTT" 9 ^ ° f each affec ^d 
■ comparative amounts disclosed for eeeh P P d presented and the other 

policy had always been applied. As disclose^inno^e ^toTh* ^ ’■ ^ nSW account 'ng 
municipality was unable lo restate the assets as al fh P • hS statements, the 

supporting documentation, I could not obtain suKcilnt » Pen ° d - ° Ue ,0 3 ,ack of 
completeness, existence, accuracy and valuation nf ppropr,ale evidence as to the 
R261 576 479 as at 30 June 2003. property, plant and equipment of 

Investment property 
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■ -was not-gble toquaniify the misstajement, as I .was^UQat3ie ; tQ. ; pbtain ih^jjsiing. and;yajjje < • ; 

13. In terms of paragraph / of IAS 7 (AC 118) Cash Flow Statements, investments qualify as 

a cash equivalent only when they have a short maturity of, say, three months or less, 
from the date of acquisition. Contrary to the above, an amount of R38 21 1 483, 
redeemable within 90 days, was incorrectly disclosed as investments in note 5.2 to the 
financial statements, rather than as cash and cash equivalents. Therefore, investments 
and cash and cash equivalents as disclosed in notes 5 and 6 of the statement of „■ 

financial position were over- and understated by R38 211 483, respectively. 

Revenue 

14. Distribution losses of electricity for the 2008-09 financial year were not determined. As a 
result, I could not obtain sufficient appropriate audit evidence as to the completeness 
and accuracy of the accounting records beyond the actual receipts recorded, and 

therefore revenue from the sale of electricity to the amount of R9 841 990 as disclosed. ' 

in note 14 to the financial statements. 


Supplementary schedules 

15. Contrary to paragraph 11 of GRAP 1 Presentation of Financial Statements, the financial 
statements did not include the disclosure of supplementary information in the financial 
statements on whether resources were obtained and used in accordance with the legally 
adopted budget. 


Qualified opinion 

16. In my opinion, except for the possible effects of the matters described in the Basis for 
paragraphs, the financial statements present fairly, in all material 
respects, the financial position of the Albert Luthuli Local Municipality as at 30 June 2009 
and its financial performance and its cash flows for the year then ended, in accordance 
with the Statements of GRAP and in the manner required by the MFMA. 

Emphasis of matter 
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I draw attention to the following matter on which I do not express a qualified opinion: 
Restatement of corresponding figures 

17. As disclosed in note 21 to the financial statements, the corresponding figures for 

30 June 2008 have been restated as a result of an error discovered during the current 
financial year in the financial statements of the municipality at, and for the year ended, 
30 June 2008. 


Other matters 

Governance framework 

18. The governance principles that impact the auditor’s opinion on the financial statements 
are related to the responsibilities and practices exercised by the accounting officer and 
executive management and are reflected in the internal control deficiencies and key 
governance responsibilities addressed below: 

Internal control deficiencies 

19. Section 62(1)(c)(i) of the MFMA states that the accounting officer must ensure that the 
municipality has and maintains effective, efficient and transparent systems of financial 
and risk management.and internal control. The table below depicts the root causes that 
gave rise to the deficiencies in the system of internal control, which led to the qualified 
opinion. The root causes are categorised according to the five components of an 
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Availability of key officials during audit 
5. I Kev officials uioro ii ; 


Key officials were available throughout the audit process 7 
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strategy, which includes a fraud prevention plan, is documented and used as 
set out in section 62(1){c)(i) of the MFMA. 


MFMA tl0nS ° f responsib ®y are in p |ace . as set out in section 79 of the 


Y. 


Follow-up of audit findings 


Y 


13. 


14. 


The prior year audit findings have been substantially addressed. 


SCOPA resolutions have been substantially implemented. 


Issuesrelatinglo the reporting of performance information 


N/A 


15. 


16 : 


17 . 


,nformat| o n systems were appropriate to facilitate the preparation of a 
performance report that is accurate and complete. 


Adequate control processes and procedures are designed and implemented 
information 16 aCCUfaCy and com P leter »ess of reported performance 
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P WaS p / epared and approved for the financial year under 

and d r P Tf. eS of mon,tonn 9 the Performance in relation to the budget 
and delivery by the municipality against its mandate, predetermined 

MFMA VeS ’ ° UtpUtS ’ lndlcators an ^ tar 9 ets in ^ms of section 68 of the 


There is a functioning performance management system and performance 

cham&ff ° n y Pa ' d afl6r proper assessment and approval by those 
charged with governance. Y 
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lZ r f'^ ey SSni0r P ° Siti0nS in the finance ^Partment, effective leadership suasion 
and monitoring were not exercised over financial reporting and internal consol 

Investigations 

23 ' ftnanrYf nffl ti0n YY 9 conducted regarding the municipal manager and the chief 
had nnfh ' "YJ’" 6 been P laced on s P^ial ^ extended leave The invesdoation 

had not been concluded at the date of this report. ' mvfe stigation 

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 
Report on performance information 

24. I was engaged to review the performance information. 

The accounting officer's responsibility for the performance information 

25. In terms of section 1 21(3 )(c) of the MFMA, the annual report of a municioalilv must 

n terns of section 46 of me" Lo" Tr" ° f ^ mUnici P ali ^' P-W* by the municipality 
No. 32 of 2000 (MSA) G ° vemme n>: Municipal Systems Act, 2000 (Act 


The Auditor-General's responsibility 

26 ' /VoffceYYnf ?Afl 9a9em d nl b accordance with section 13 of the PAA read with Genera/ 
s" c«on 45 oTth^MsY" G ° Vemment GazeHe 31057 0 , 15 May 2008 and 



27. Jn terms ofithe foregoing. my engagement included performing procedures of an audit 

Sated ^systems ^roce^se^^d^'^ 6 abou ^- t ^ e perfomance tafoTOation and 

audtor's judgement The procedures seiected depend on the 

28 ' hasSfS ^ at ‘ h ®. 6Vidence 1 have ob f a 'ned is sufficient and appropriate to provide a 
basis for the findings reported below. ^ 

Findings on performance information 


Non-compliance with regulatory requirements 
Performance information not received in time 

29. An assessment could not be performed of the reliability of the reported performance 

l f f" n 2 aS , Sel ° r Ul ° n pa9es ** to ** of the oonual report, since theSformation was 

not received in timefor audit purposes/ • — — r: . 

Content of integrated development plan 

30 ' ^lL n t ‘ e9raied devel °P rrlent P |an of the municipality did not include the key performance 
indicators as performance targets determined in terms of its performance manaoement 
system, as required by sections 26(i) and 41(1)(b) of the MSA and regulation 12 of the 
Municipal Planning and Performance Management Regulations, 2001. 

Existence and functioning of a performance audit committee 
31 . The performance audit committee did not: 

meet at least twice during the Financial year 

* ZL eW thS quad ® r )y sports of the internal auditors on their audits of the performance 
measurements of the municipality performance 

review the municipality's performance management system and make 
recommendations in this regard to the council. 

appreciation 
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Auditing to build public conlidence 



